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1FEDERAL ELECTION  COMMISSION
E stim a ted  amounts o f  how much each can d id a te  in  th e  up-coming p r e s id e n t ia l  p r im a r ie s
would be  a b le  to  spend i f  th e  e le c t io n  w ere h e ld  in  1987 have been re le a s e d  by th e
F ed e ra l E le c tio n  Commission (FEC). The e s tim a te s  a re  re le a s e d  one y e a r  in  advance
o f  th e  p r e s i d e n t i a l  e l e c t i o n  y e a r  t o  h e lp  c a n d id a te s  m eet t h e i r  p la n n in g  n eed s  
d u rin g  th e  e a r ly  s ta g e s  o f  th e  campaign, acco rd ing  to  th e  FEC. O f f i c ia l  spending 
c o m p u ta tio n s  w i l l  n o t  b e  a v a i l a b l e  u n t i l  e a r l y  in  1988 b e c a u s e  th e y  m u s t b e  
u p d a te d  f o r  c h a n g e s  i n  s t a t e  v o t i n g  a g e  p o p u la t io n s  and c o s t - o f - l i v i n g  
ad ju stm en ts . The FEC f ig u re s  in c lu d e  o v e r a l l  spending l im i t s  and spending l im i t s  
i n  e ach  s t a t e ,  b u t  a p p ly  o n ly  t o  th o s e  cam p aig n s a c c e p t in g  F e d e ra l  fu n d s . 
Campaigns which do n o t re c e iv e  F ed e ra l funds may spend u n lim ite d  amounts o f  money.
In  a  r e l a t e d  a c t i o n ,  th e  FEC h a s  r e l e a s e d  f i g u r e s  f o r  how much money 
p o l i t i c a l  p a r t i e s  may spend on b e h a lf  o f  t h e i r  C ongressional c an d id a te s  fo r  any 
s p e c ia l  e le c t io n  h e ld  du rin g  1987. These f ig u re s  may a ls o  be used as  a  base  fo r  
p ro je c t in g  th e  1988 spending l im i t s ,  which w i l l  n o t be a v a ila b le  u n t i l  e a r ly  nex t 
y e a r .  T hese  sp e n d in g  l i m i t s  a r e  known a s  " c o o rd in a te d  e x p e n d itu re s "  and a r e  in  
a d d i t i o n  t o  c o n t r i b u t i o n s  made by  th e  p a r t i e s  d i r e c t l y  t o  th e  c a n d id a te s ' 
cam paigns. For fu r th e r  in fo rm a tio n  about e i th e r  o f  th e se  FEC a c tio n s  c o n ta c t Fred 
E ilan d  a t  th e  FEC a t  202/376-3155 o r  t o l l  f r e e  a t  800/424-9530.
FEDERAL RESERVE BOARD
R evised g u id e lin e s  on c a p i t a l  m aintenance and c a p i t a l  adequacy have r e c e n t ly  been
is s u e d  by  th e  F e d e r a l  R ese rv e  B oard  ( s e e  th e  2 /1 9 /8 7  Fed . Reg., pp. 5119-39).
The re v is e d  p ro p o sa l amends th e  B oard 's 1 /24/86 G u id e lin es  t o  in c lu d e  a  r isk -b a se d  
c a p i t a l  m easu re  ( r i s k  a s s e t  r a t i o )  t o  b e  u sed  in  tandem  w ith  e x i s t i n g  c a p i t a l  
r a t i o s ,  a s  w e l l  a s  am ends th e  d e f i n i t i o n  o f  p r im a ry  c a p i t a l  f o r  p u rp o s e s  o f  
com puting e x is t in g  c a p i t a l - t o - t o t a l  a s s e ts  r a t io s .  A d d itio n a lly , th e  new p ro posa l 
d i f f e r s  from  th e  o r i g i n a l  g u id e l in e s  b y : s e e k in g  b ro a d e r  co n v e rg en c e  i n  th e  
a s s e s s m e n t  o f  th e  c a p i t a l  ad eq u acy  o f  i n t e r n a t i o n a l  b a n k in g  o r g a n iz a t i o n s ; 
c re a t in g  f iv e  new c a te g o r ie s  o f  r i s k  a s s e ts ;  p la c in g  c la im s  on U.S. banks in  th e  
same r i s k  ca teg o ry  a s  c la im s  on fo re ig n  banks; and, in c lu d in g  loan  commitments to  
co n su m ers  a s  a  fo rm  o f  c r e d i t  com m itm en t t h a t  r e q u i r e s  some c a p i t a l  s u p p o r t .  
Comments a r e  r e q u e s te d  by  5 /1 3 /8 7  and s h o u ld  r e f e r  t o  D ocket NO. CR-0567]. F o r 
f u r t h e r  in f o r m a t io n  c o n ta c t  R ic h a rd  S p i l le n k o th e n  a t  20 2 /4 5 2 -2 5 9 4  o r  A nthony 
Cornyn a t  202/452-3354.
AN D EXCHANGE COMISSION
The use  o f  an  exem ption in  th e  S e c u r i t ie s  A ct o f  1933 fo r  s e c u r i t i e s  guaran teed  by
banks and th e  use  o f  in su ran ce  p o l ic ie s  to  g u a ran tee  s e c u r i t i e s  i s  th e  s u b je c t o f
a  s o l i c i t a t i o n  fo r  p u b lic  comment by th e  SEC (see th e  2/12/87 Fed. Reg., pp. 4502- 
07). The s tu d y , m an d ated  by  th e  G overnm ent S e c u r i t i e s  A ct o f  1986, w i l l  be  
conducted w ith  th e  T reasu ry  D epartm ent and th e  F ed era l Reserve Board. A ccording 
t o  th e  C om m ission , th e  s tu d y  i s  r e q u i r e d  t o  fo c u s  on: 1) th e  im p a c t o f  th e  
g u a r a n te e  p r o v i s io n  o f  th e  e x em p tio n  i n  S e c t io n  3 (a )(2 ) o f  th e  1933 A ct on 
i n v e s t o r  p r o t e c t i o n  and  th e  p u b l i c  i n t e r e s t ;  2) th e  im p a c t o f  th e  g u a ra n te e  
p ro v is io n  o f  S ec tio n  3(a)(2) on co m p etitio n  betw een banks and in su ran ce  companies 
and  b e tw ee n  d o m e s t ic  and f o r e ig n  g u a r a n to r s ;  and , 3) w h e th e r , and  u n d e r w hat 
c ircu m stan ces , d eb t s e c u r i t i e s  guaran teed  by in su ran ce  p o l ic ie s  should  be exempt 
from  r e g i s t r a t io n  under th e  S e c u r i t ie s  Act. Comments a re  re q u ested  by 3/13/87  and 
sh o u ld  b e  a s  s p e c i f i c  a s  p o s s i b l e ,  and w here  a p p r o p r ia t e ,  p ro v id e  q u a n t i t a t i v e
2d a ta  and c i t e s  t o  th e  s o u rc e  o f  th e  d a ta .  A p u b l i c  h e a r in g  h a s  b een  t e n t a t i v e l y  
s c h e d u le d  f o r  3 /2 3 /8 7  a t  1:30 p.m. a t  th e  P u b l ic  M ee tin g  Room o f  t h e  SEC, 450 
F i f t h  S t r e e t ,  N.W., W ash in g to n , D.C. F o r f u r t h e r  in f o r m a t io n  c o n ta c t  M atthew  
Chambers a t  th e  SEC a t  202/272-2428.
TREASURY, DEPARTMENT OF
The l im i ta t io n s  on m eal, t r a v e l  and e n te r ta in m e n t expenses im posed by  th e  Tax Reform
A ct o f  1986 a re  th e  s u b je c t o f  a  n o tic e  re le a s e d  r e c e n t ly  by  th e  IRS. N otice  87-
23 s t a t e s  t h a t  such deductions a re  g e n e ra l ly  l im i te d  t o  80 p e rc e n t o f  expenses fo r  
t a x  y e a r s  b e g in n in g  a f t e r  1 2 /3 1 /8 6 . How ever, t h e  n o t i c e  a l s o  p r o v id e s  s p e c i a l  
ru le s  a f f e c t in g  p a r tn e rs  and sh areh o ld e rs  in  p a r tn e rs h ip s  and S c o rp o ra tio n s  t h a t  
h a v e  f i s c a l  y e a r s .  A p a r t n e r s h i p  o r  S c o r p o r a t io n  w i th  a  f i s c a l  y e a r  t h a t  
in c lu d es  12/31/86 m ust s e p a ra te ly  r e p o r t  t o  p a r tn e r s  o r  sh a reh o ld e rs  th e  m eal and 
e n te r t a in m e n t  e x p e n se s  p a id  o r  in c u r r e d  a f t e r  1 2 /3 1 /8 6 . T hose p a r t n e r s  and 
sh a reh o ld e rs  m ust ap p ly  th e  8 0 -p e rcen t t e s t  to  th e se  re p o rte d  amounts fo r  t h e i r  
ta x  y ea rs  t h a t  b eg in  a f t e r  1986.
A lso  d is c u s s e d  in  N o tic e  87-23  a r e  e x c e p t io n s  t o  th e  8 0 - p e r c e n t  l i m i t ,  t h e  
r e q u ir e m e n t  t h a t  lum p-sum  e x p e n se s  m u s t b e  a l l o c a t e d  t o  e x p e n se s  f o r  m e a ls , 
e n te r ta in m e n t and lodg ing , and th e  e f f e c t  o f  th e  l im i t a t i o n  on m eals t h a t  a re  part, 
o f  m oving e x p e n se s . O th e r  new l i m i t a t i o n s  on m eal e x p e n se s  ( in c lu d in g  th e  
t i g h t e n i n g  o f  th e  r e q u ire m e n t  t h a t  b u s in e s s  m u st be  d i s c u s s e d  d u r in g  o r  
im m edia te ly  b e fo re  o r  a f t e r  th e  m eal, th e  r e s t r i c t i o n  on th e  d ed uction  o f  la v is h  
o r  e x t r a v a g a n t  m e a ls  and th e  r e q u ir e m e n t  t h a t  t h e  ta x p a y e r  b e  p r e s e n t  a t  t h e  
m eal), a s  w e ll a s  l im i ta t io n s  on e n te r ta in m e n t expenses ( in c lu d in g  th e  face  v a lu e  
o f  e n te r ta in m e n t  t i c k e t s  and "skybox" r e n t a l s )  a r e  c o v e re d  i n  N o tic e  8 7 -2 3 . 
T ravel expense l im i ta t io n s ,  such a s  r e s t r i c t i o n s  on lu x u ry  w a te r  t r a n s p o r ta t io n ,  
t r a v e l  a s  a  form o f  edu ca tio n , t r a v e l  expenses fo r  th e  perform ance o f  s e rv ic e s  to  
c h a r i t i e s  and t r a v e l  in  connec tion  w ith  an in v estm en t expense, a re  in c lu d ed  in  th e  
n o tic e , to o . N o tice  87-23 w i l l  be p u b lish ed  in  In te r n a l  Revenue B u l le t in  1987-9, 
d a ted  3 /2 /8 7 .
"F oreign  Management and F o re ig n  Economic P ro cesses  Requirem ents o f  a  F o re ig n  S a le s
C orpora tion" i s  th e  t i t l e  o f  a  f i n a l  re g u la t io n  is su e d  by  th e  IRS (see  th e  2 /19/87
F ed . Reg., pp . 5084-5100). The r e g u l a t i o n s  p r o v id e  g u id a n c e  t o  f o r e ig n  s a l e s  
c o rp o ra tio n s  (FSC) about q u a l i f ic a t io n s  fo r  b e n e f i ts  under T i t l e  V III o f  th e  Tax 
Reform Act o f  1984 and in c lu d e  re p o r tin g  and recordkeep ing  req u irem en ts . Those 
r e q u ir e m e n ts  in c lu d e :  1) p ro c e d u re s  a b o u t d is b u rs e m e n t  o f  d iv id e n d s ,  l e g a l  and 
a c c o u n tin g  f e e s ,  and  s a l a r i e s  o f  o f f i c e r s  and d i r e c t o r s ; 2) p ro c e d u re s  a b o u t 
re im bursem ent o f  le g a l  o r  accoun ting  fe e s , s a l a r i e s  o f  o f f ic e r s ,  and s a la r i e s  o r  
fe e s  o f  d i r e c to r s  p a id  by a  r e la te d  person  w holly  o r  p a r t i a l l y  on b e h a lf  o f  a  FSC; 
and  3) r e g u l a t i o n s  c o n c e rn in g  th e  m a in te n a n c e  o f  bank  a c c o u n ts .  The f i n a l  
r e g u l a t i o n s  g e n e r a l l y  a p p ly  t o  t a x a b l e  y e a r s  b e g in n in g  a f t e r  1 2 /3 1 /8 4 . F o r 
f u r th e r  in fo rm a tio n  c o n ta c t C arol T e llo  a t  202/566-3289.
Two new ta x  forms, Form 8038 and Form 8038-G, fo r  tax-exem pt bon d  in fo rm atio n
re p o r tin g  a re  now a v a ila b le  in  IRS Forms D i s t r i b u t i o n  C e n te r s .  A cco rd in g  t o
IRS Announcement 87-13, th e  form s should  be used by  is s u e r s  o f  tax-exem pt bonds to  
comply w ith  th e  new in fo rm a tio n  re p o r tin g  req u irem en ts  o f  th e  Tax Reform Act o f  
1986. The req u irem en ts  app ly  to  bonds is su e d  a f t e r  12/31/86. The S e rv ice  no ted  
t h a t  a  bond w i l l  n o t  b e  c o n s id e re d  t a x  exem pt u n le s s  th e  i s s u e ,  o f  w h ich  i t  i s  a  
p a r t ,  s a t i s f i e s  th e se  req u irem en ts . The in fo rm a tio n  re p o r t in g  req u irem en ts  under 
s e c t io n s  103(1) and 103A, w h ich  w ere  i n  e f f e c t  p r i o r  t o  t h e  Tax R eform  A ct o f  
1986, ap p ly  to  p r iv a te  a c t i v i t y  bonds is su e d  b e fo re  1 /1 /87 . I s s u e r s  should  re p o r t  
th e s e  bonds on Form 8038, a c c o rd in g  t o  t h e  S e rv ic e .  A nnouncem ent 87-13  i s  
scheduled  to  be p u b lish ed  in  In te rn a l  Revenue B u lle t in  No. 1987-10, d a te d  3 /9 /8 7 .
3TREASURY, DEPARTMENT OF
The t a x a b i l i t y  t o  farm ers o f  g e n e r ic  comm odity  c e r t i f i c a t e s  i s  th e  s u b je c t  o f  a
revenue ru l in g  is su e d  by th e  IRS on 2 /17/87 .  Revenue R uling  87-17 e x p la in s  th e
F e d e ra l income ta x  consequences o f  th e  r e c e ip t  o f  g e n e r ic  commodity c e r t i f i c a t e s ,  
th e  p led g in g  o f  g ra in  t o  secu re  a  loan  from  th e  Commodity C re d it C orp o ra tio n  and 
th e  te rm in a tio n  o f  t h a t  loan , th e  use  o f  th e  c e r t i f i c a t e s  to  rep u rch ase  th e  g ra in  
t h a t  was p ledged and th e  subsequent s a le  o f  th e  g ra in . Revenue R uling 87-17 w i l l  
be p u b lish e d  in  In te rn a l  Revenue B u lle t in  No. 1987-9, d a ted  3 /2 /87 .
For further information contact Shirley Hodgson or Joseph Petito at 202/872-8190.
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